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Purpose

• Present and discuss SBC’s PIC change 
charge cost study results
– Cost & Rate Summary and Comparison
– Major Cost Categories
– Major Cost Drivers
– Overhead factor discussion

• Walk through a SBC PIC change charge 
cost study

• Walk through overhead factor calculation
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Cost & Rate Results

SBC East, West, and Midwest
SBC CT SBC CA SBC NV SBC IL SBC IN SBC MI SBC OH SBC WI

Direct Cost $4.82 $3.17 3.55 $3.52 $3.41 $3.79 $3.27 $3.56
Overhead 32.17% 32.17% 32.17% 32.17% 32.17% 32.17% 32.17% 32.17%
Rate $6.37 $4.19 $4.69 $4.65 $4.51 $5.01 $4.32 $4.71

SBC Southwest

SBC TX SBC MO SBC OK SBC KS SBC AR
Direct Cost $4.10 $4.22 $4.29 $4.57 $4.56
Overhead 32.17% 32.17% 32.17% 32.17% 32.17%
Rate $5.42 $5.57 $5.67 $6.04 $6.03

Other ILECs

BellSouth
Verizon 
(West)

Verizon 
(East)

Direct Cost $2.93 $3.08 $3.46
Overhead 4.97% 57.30% 58.22%
Rate $3.07 $4.84 $5.47

Note: All rates represent charge for a single PIC change.
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Cost & Rate Comparison

BellSth Verizon Verizon SBC CT SBC CA SBC NV SBC IL SBC IN SBC MI SBC OH SBC WI SBC TX SBC MO SBC OK SBC KS SBC AR
Direct Cost $2.93 $3.08 $3.46 $4.82 $3.17 $3.55 $3.52 $3.41 $3.79 $3.27 $3.56 $4.10 $4.22 $4.29 $4.57 $4.56
Overhead $0.14 $1.76 $2.01 $1.55 $1.02 $1.14 $1.13 $1.10 $1.22 $1.05 $1.15 $1.32 $1.35 $1.38 $1.47 $1.47
Total $3.07 $4.84 $5.47 $6.37 $4.19 $4.69 $4.65 $4.51 $5.01 $4.32 $4.71 $5.42 $5.57 $5.67 $6.04 $6.03

$0.00

$1.00

$2.00

$3.00

$4.00

$5.00

$6.00

$7.00

BellSth Verizon
(West)

Verizon
(East)

SBC CT SBC CA SBC NV SBC IL SBC IN SBC MI SBC OH SBC WI SBC TX SBC MO SBC OK SBC KS SBC AR

Overhead

Direct Cost

= Current Safe Harbor

Note: All rates represent charge for a single PIC change.
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Major Direct Cost Categories
CT IL CA TX

General 
Category

Direct 
Cost $

% of Total 
Direct Cost

Direct 
Cost $

% of Total 
Direct Cost

Direct 
Cost $

% of Total 
Direct Cost

Direct 
Cost $

% of Total 
Direct Cost

PIC Change $2.69 55.8% $2.23 63.4% $1.78 56.2% $2.31 56.3%

PIC Add 
Protect/Freeze

$.04 0.9% $.04 1.1% $.03 0.9% $.13 3.2%

PIC Remove 
Protect/Freeze

$.02 0.4% $.01 0.2% $.01 0.2% $.17 4.0%

CARE
Support

$.72 14.9% $.07 1.9% $.07 2.2% $.03 0.8%

Slamming 
Support

$.11 2.3% $.02 0.7% $.26 8.3% $.35 8.5%

TPV 
(Contractor)

$.32 6.6% $.31 8.8% $.24 7.5% $.19 4.6%

Service
Order 
Computer

$.50 10.4% $.42 11.9% $.36 11.4% $.51 12.3%

IT Support $.42 8.7% $.42 11.9% $.42 13.2% $.42 10.3%

Total: $4.82 100% $3.52 100% $3.17 100% $4.10 100%
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Major Direct Cost Drivers
• PIC Change (labor associated with change)

– Activity times, labor rates, percent occurrences
– Transactions per order
– Percent manual versus mechanized PIC/LPIC changes

• CARE/Slamming Support
– Headcount dedicated to CARE/slamming support
– Total PIC/LPIC transactions

• Third Party Verification (contractor cost)
– Vendor contracted rate
– Percent time TPV required for business channel
– Percent time order is manual for business channel
– Transactions per order

• Service Order Computer
– Service Order system annual support expense
– Transactions per order (weighted average all channels)

• IT Support
– Information Technology annual support expense
– Total annual PIC transactions
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Overhead Factor
• Purpose

– The overhead factor captures common costs that are not included in the direct 
per unit cost. It is the ratio of common costs to direct costs. The factor also 
includes a component for uncollectible revenues and taxes.

• Application
– 1 + overhead factor is multiplied times the direct cost to arrive at the final rate.

• Method and Results
– Uses 2003 ARMIS data (similar approach as Verizon).
– SBC ~ 32%, VZ ~ 58%, BLS ~ 5%
– BLS using ARMIS method ~ 32%

• Components
– Common Factor
– Revenue Factor
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Overhead Factor (cont’d)
• Common Factor

– Numerator
• Customer Operations Marketing (ARMIS Row #1140)
• Corporate Operations (i.e. General & Administrative, ARMIS Row #1160)
• Removes costs identified elsewhere in direct cost studies.

– Denominator
• Total Operating Expenses (ARMIS Row #1190) less the common costs above.

• Revenue Factor
– Numerator

• Uncollectibles (ARMIS Row #1060)
• Total Other Taxes (State & Local Taxes - ARMIS Row #1490)
• Federal Income Taxes (ARMIS Row #1590)

– Denominator
• Total Operating Revenues (ARMIS Row #1090)

Note: ARMIS Row # refers to 2003 ARMIS Report 43-01
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